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King Sabata Dalindyebo Local Municipality 

Financial Statements for the year ended 30 June 2014 

Accounting Officer's Responsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and is responsible for the content and integrity of the financial statements and related financial information 
included in this report. It is the responsibility of the accounting officer to ensure that the financial statements fairly present the 
state of affairs of the municipality as at the end of the financial year and the results of its operations and cash flows for the 
period then ended. The external auditors are engaged to express an independent opinion on the financial statements and was 
given unrestricted access to all financial records and related data. 

The financial statements have been prepared in accordance with Standards of Generally Recognised Accounting Practice 
(GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. * 

The financial statements are based upon appropriate accounting policies consistently applied and supported by reasonable 
and prudent judgements and estimates. 

The accounting officer acknowledges that she is ultimately responsible for the system of internal financial control established 
by the municipality and place considerable importance on maintaining a strong control environment. To enable the accounting 
officer to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of 
error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly 
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 
These controls are monitored throughout the municipality and ail employees are required to maintain the highest ethical 
standards in ensuring the municipality’s business is conducted in a manner that in ail reasonable circumstances is above 
reproach. The focus of risk management in the municipality is on identifying, assessing, managing and monitoring all known 
forms of risk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it 
by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within 
predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the system of 
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the financial 
statements. However, any system of internal financial control can provide only reasonable, and not absolute, assurance 
against material misstatement or deficit. 

The accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 June 2015 and, in the light of this 
review and the current financial position, she is satisfied that the municipality has or has access to adequate resources to 
continue in operational existence for the foreseeable future. 

Although the accounting officer is primarily responsible for the financial affairs of the municipality, they are supported by the 
municipality's external auditors. 

The external auditors are responsible for independently reviewing and reporting on the municipality’s financial statements. The 
financial statements have been examined by the municipality's external auditors and their report is presented on page xx. 

The financial statements set out on pages 1- 66, which have been prepared on the going concern basis, were approved on the 
29 August 2014 by the accounting officer. 



N Soldati 
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King Sabata Dalindyebo Local Municipality 

Financial Statements for the year ended 30 June 2014 


Statement of Financial Position as at 30 June 2014 


Figures in Rand 

Note(s) 

2014 

2013 

Assets 




Current Assets 




Inventories 

7 

5 045 907 

3 098 799 

Receivables from exchange transactions 

8 

43 511 152 

74 449 159 

Receivables from non-exchange transactions 

9 

31 095 172 

14 624 956 

Prepayments 


361 008 

41 950 

Cash and cash equivalents 

10 

127 472 900 

238 113 748 



207 486 139 

330 328 612 

Non-Current Assets 




Investment property 

3 

276 087 900 

124 511 350 

Property, plant and equipment 

4 

2 133 609 064 

2 224 070 575 

Intangible assets 

5 

440 080 

185 393 

Heritage assets 

6 

4 697 000 

4 363 000 



2 414 834 044 

2 353 130 318 

Total Assets 


2 622 320 183 

2 683 458 930 

Liabilities 




Current Liabilities 




Other financial liabilities 

16 

10 878 973 

8 957 937 

Finance lease obligation 

14 

- 

148 790 

Payables from exchange transactions 

18 

183 503 101 

362 999 252 

Taxes and transfers payable (non-exchange) 

19 

952 297 

- 

VAT payable 

20 

36 305 003 

76 575 588 

Consumer deposits 

21 

1 1 342 565 

2 977 571 

Unspent conditional grants and receipts 

15 

110 684 162 

137 861 058 



353 666 101 

589 520 196 

Non-Current Liabilities 




Other financial liabilities 

16 

208 987 832 

59 169 214 

Provisions 

17 

45 456 505 

44 879 824 



254 444 337 

104 049 038 

Total Liabilities 


608 110 438 

693 569 234 

Net Assets 


2 014 209 745 

1 989 889 696 

Net Assets 




Reserves 




Revaluation reserve 

11 

388 078 030 

248 478 830 

Insurance reserve 

12 

2 370 759 

2 071 872 

Accumulated surplus 

13 

1 623 760 956 

1 739 338 991 

Total Net Assets 


2 014 209 745 

1 989 889 693 
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King Sabata Dalindyeho Local Municipality 

Financial Statements for the year ended 30 June 2014 

Statement of Financial Performance 

Figures in Rand 


Revenue 

Revenue from exchange transactions 
Service charges 

Rental of facilities and equipment 
Licences and permits 
Decrease in provision 
Other income 
Interest received 
Dividends received 

Total revenue from exchange transactions 

Revenue from non-exchange transactions 

Taxation revenue 
Property rates 

Transfer revenue 
Government grants & subsidies 
Public contributions and donations 
Fines 

Total revenue from non-exchange transactions 
Total revenue 

Expenditure 

Personnel 

Remuneration of councillors 
Management fees 
Depreciation and amortisation 
Impairment loss 
Finance costs 
Debt impairment 
Repairs and maintenance 
Bulk purchases 
Contracted services 
Grants and subsidies paid 
General Expenses 

Total expenditure 
Operating (deficit) surplus 

Gain (loss) on disposal of assets and liabilities 
Fair value adjustments 


(Deficit) surplus for the year 


Note(s) 2014 2013 


25 


28 

34 

34 


24 

26 

27 


23 


30 

31 

32 

36 

37 

38 

33 

43 

41 

42 
29 


35 


254 098 773 

250 824 945 

14 635 149 

13 412 900 

12 300 926 

11 525 712 

- 

157 077 441 

20 510 660 

9 337 420 

25 972 596 

30 387 161 

- 

3 754 

327 518 104 

472 569 333 


151 866 136 

136 097 059 

387 056 229 

279 251 999 

- 

851 200 

1 351 313 

2 063 415 

540 273 678 

418 263 673 

867 791 782 

890 833 006 

(262 588 049) 

(258 628 964) 

(21 462 639) 

(19 035 731) 

- 

(1 165 958) 

(338 351 974) 

(109 035 500) 

(95 463 092) 

(6 319) 

(12 832 356) 

(5 471 875) 

(42 109 869) 

(25 676 864) 

(29 912 742) 

(30 425 981) 

(169 382 372) 

(160 819 674) 

(15 353 011) 

(17 113 837) 

(34 960 383) 

(27 882 836) 

(134 876 537) 

(116 488 225) 

(1 157 293 024 ) 

(771 751 764 ) 

(289 501 242 ) 

119 081 242 

13 158 

(4 229 022) 

151 638 050 

21 827 397 

151 651 208 

17 598 375 

(137 850 034 ) 

136 679 617 
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King Sabata Dalindyebo Local Municipality 

Financial Statements for the year ended 30 June 2014 


Statement of Changes in Net Assets 


Figures in Rand 

Revaluation 

Insurance 

Total reserves 

Accumulated 

Total net 

reserve 

reserve 


surplus 

assets 

Opening balance as previously reported 
Adjustments 

132 725 884 

- 

132 725 884 

1 097 621 765 

1 230 347 649 

Correction of errors 

- 

_ 

\ 

506 566 179 

506 566 179 

Change in accounting policy 

_ 

_ 



Reclassification of insurance reserve 

- 

1 528 570 

1 528 570 

(1 528 570) 

_ 

Balance at 01 July 2012 as restated* 

132 725 884 

1 528 570 

134 254 454 

1 602 659 374 1 736 913 898 

Changes in net assets 

Cash flow hedges, net of tax 
• Fair value gains in the year 

116 258 046 


116 258 046 


116 258 046 

Current Year Movement 

(505 100) 

543 302 

38 202 

- 

38 202 

Net income (losses) recognised directly in net 
assets 

115 752 946 

543 302 

116 296 248 

- 

116 296 248 

Surplus for the year 

- 

- 

- 

136 679 617 

136 679 617 

Total recognised income and expenses for the 
year 

115 752 946 

543 302 

116 296 248 

136 679 617 

252 975 865 

Total changes 

115 752 946 

543 302 

116 296 248 

136 679 617 

252 975 865 

Balance at 01 July 2013 

Changes in net assets 

248 478 830 

2 071 872 

250 550 702 

1 739 338 991 1 989 889 693 

Revaluation of Land and Buildings 

139 599 200 

_ 

139 599 200 


139 599 200 

Current Year Addition 

_ 

298 887 

298 887 


298 887 

Correction of error 

- 

- 


22 271 999 

22 271 999 

Net income (losses) recognised directly in net 
assets 

139 599 200 

298 887 

139 898 087 

22 271 999 

162 170 086 

Surplus for the year 

- 

- 

- 

(137 850 034) (137 850 034) 

Total recognised income and expenses for the 
year 

139 599 200 

298 887 

139 898 087 

(115 578 035) 

24 320 052 

Total changes 

139 599 200 

298 887 

139 898 087 

(115 578 035) 

24 320 052 

Balance at 30 June 2014 

388 078 030 

2 370 759 

390 448 789 1 623 760 956 2 

014 209 745 

Note(s) 

11 

12 





8 



King Sabata Dalindyebo Local Municipality 

Financial Statements for the year ended 30 June 2014 

Cash Flow Statement 

Figures in Rand Note ( s) I5l4 


Cash flows from operating activities 
Receipts 

Receipts from customers 
Grants 

Interest income 
Dividends received 
Donations received 


Payments 

Employee costs 
Suppliers 
Finance costs 
Other payments 


Net cash flows from operating activities 

Cash flows from investing activities 

Purchase of property, plant and equipment 
Purchase of other intangible assets 
Acquisition of Self Insurance 

Net cash flows from investing activities 

Cash flows from financing activities 

Payment of loans 
Finance lease payments 
Receipt from LGTA 

Net cash flows from financing activities 

Net increase/(decrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 

Cash and cash equivalents at the end of the year 


44 


4 

5 


10 


505 

913 

024 

300 

179 

959 

353 

272 

581 

492 

276 

973 

5 

238 

934 

9 

561 

532 



- 


3 

754 



- 


851 

000 

864 

424 

539 

802 

873 

218 


(277 

365 

868) 

(263 

232 

656) 

(655 

766 

698) 

(252 

521 

157) 

(11 

826 

184) 

(5 

631 

255) 

1 

(944 

958 

750) 

(521 

385 

067) 

(80 

534 

211 ) 

281 

488 

151 


(174 198 794) 

(249 945 879) 

(337 245) 

(450 498) 

252 632 

252 632 

(174 283 407 ) 

(250 143 745 ) 

(15 674 440) 

(12 373 655) 

(148 790) 

(108 544) 

160 000 000 

- 

144 176 770 

(12 482 199 ) 

(110 640 848 ) 

18 862 207 

238 113 748 

219 251 541 

127 472 900 

238 113748 
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King Sabata Daiindyebo Local Municipality 

Financial Statements for the year ended 30 June 2014 

Statement of Comparison of Budget and Actual Amounts 

Budget on Cash Basis ~ 


Figures in Rand 


Approved Adjustments Final Budget Actual amounts Difference 
budget on comparable between final 

basis budget and 

actual 


Statement of Financial Performance 
Revenue 


Revenue from exchange 
transactions 

Service charges 

Rental of facilities and equipment 
Licences and permits 
Other income 

Interest received - investment 


265 256 546 
15 417 920 
15 296 527 
36 223 346 
33 035 823 


1 385 693 
838 386 
342 194 
6 752 282 
(2 044 937) 


266 642 239 
16 256 306 
15 638 721 
42 975 628 
30 990 886 


253 991 903 
14 635 149 
12 300 926 
20 510 660 
25 972 596 


Basis as Presented in the 
Budget and Actual 
Comparative Statement 


Reference 


(12 650 336 ) 
(1 621 157 ) 
(3 337 795 ) 
(22 464 968 ) 


Total revenue from exchange 
transactions 

365 230 162 

7 273 618 

372 503 780 

327 411 234 

(45 092 546 ) 


Revenue from non-exchange 
transactions 







Taxation revenue 

Property rates 

Government grants & subsidies 

146 761 137 
407 114 474 

7 170 000 
2 459 259 

153 931 137 
409 573 733 

151 866 136 
387 056 229 

(2 065 001 ) 

(22 517 504 ) 


Transfer revenue 

Fines 

3 600 798 

_ 

3 600 798 

1 351 313 

(2 249 485 ) 


Total revenue from non- 
exchange transactions 

557 476 409 

9 629 259 

567 105 668 

540 273 678 

(26 831 990 ) 


Total revenue 

922 706 571 

16 902 877 

939 609 448 

867 684 912 

(71 924 536 ) 


Expenditure 

Personnel 

Remuneration of councillors 
Depreciation and amortisation 
Impairment loss/ Reversal of 
impairments 

(267 937 258) 
(19 067 584) 
(125 237 268) 

12 551 071 
(2 932 416) 
12 495 334 

(255 386 187 ) 
(22 000 000 ) 
(112 741 934 ) 

(262 588 049) 
(21 462 639) 
(338 351 974) 
(95 463 092) 

(7 201 862 ) 

537 361 
(225 610 040 ) 

(95 463 092 ) 


Finance costs 

Debt impairment 

Repairs and maintenance 

Bulk purchases 

Contracted Services 

Grants and subsidies paid 

Loss on disposal of assets 

(5 286 247) 
(68 161 554) 
(45 226 879) 
(181 850 296) 
(10 935 859) 
(35 112 807) 

(6 656 138) 

16 518 645 

(3 000 000) 
(2 351 516) 

(11 942 385 ) 
(68 161 554 ) 
(28 708 234 ) 
(181 850 296 ) 
(13 935 859 ) 
(37 464 323 ) 

(12 832 356) 
(42 109 869) 
(29 912 742) 
(169 382 372) 
(15 353 011) 
(34 960 383) 

(889 971 ) 

26 051 685 
(1 204 508 ) 

12 467 924 
(1 417 152 ) 

2 503 940 


General Expenses 

(148 677 658) 

(44 678 846) (193 356 504 ) 

(134 876 537) 

58 479 967 


Total expenditure 

(922 751 191 ) 

(47130 713 ) 

(969 881 904 X 1 157 293 024 ) 

(187 411 120 ) 


Operating deficit 

Gain on disposal of assets and 
liabilities 

(44 620 ) 

(30 227 836 ) 

(30 272 456 ) 

(289 608 112) 
13 158 

(259 335 656 ) 

13 158 


Fair value adjustments 

- 

- 

- 

151 638 050 

151 638 050 



- 

- 

- 

151 651 208 

151 651 208 


Deficit before taxation 

A 1 A A A ~ 

(44 620 ) 

(30 227 836 ) 

(30 272 456 ) (137 956 904 ) 

(107 684 448 ) 
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Statement of Comparison of Budget and Actual Amounts 


Budget on Cash Basis 


Approved 

Adjustments Final Budget Actual amounts 

Difference Reference 


budget 

on comparable 

between final 

Figures in Rand 


basis 

budget and 
actual 
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King Sabata Dalindyebo Local Municipality 

Financial Statements for the year ended 30 June 2014 

Accounting Policies 


1 . Presentation of Financial Statements 

hav ® been Prepared in accordance with the Standards of Generally Recognised Accounting Practice 
Art^Act 56 of 2003) " 9 Standards Board in accordance with Section 122(3) of the Municipal Finance Management 

These financial statements have been prepared on an accrual basis of accounting and are in accordance with hktnri~»i 
convention as the basis of measurement, unless specified otherwise. They are presented in South African Rand. 

!l t r h ®. absance ° f an issu f d and effe ctive Standard of GRAP, accounting policies for material transactions events or conditions 
were developed in accordance with paragraphs 8, 10 and 1 1 of GRAP 3 as read with Directive 5. ’ 1 conditions 

Assete^abilifies, revenues and expenses were not offset, except where offsetting is either required or permitted by a Standard 


P oli ? es are consistent with the previous period.The following accounting standards have been issued bv 
financial period* " 1 ** ^ WhiCh are app,iCable t0 the ° perations of the ™id P a,ity du^ng the current 

1.1 Presentation currency 

These financial statements are presented in South African Rand, which is the functional currency of the municipality. 

1.2 Going concern assumption 

ba “ d eXPeCM "° n " ,at «* >° <*«* as a 

1.3 Significant judgements and sources of estimation uncertainty 

In prepianng the financial statements, management is required to make estimates and assumptions that affect the amounts 
S21S T al fTT a : d ,elated to™- use of available information L“e a„Sfc,„ VSSSL* 

,hs “ uld d " er frdm ,hesa aa “" aKs £ — 

Trade receivables 

^®T ai ^P a,ity assaas ® s its trade receivables for impairment at the end of each reporting period. In determining whether an 
mpairment loss should be recorded in surplus or deficit, the surplus makes judgements as to whether there is observable data 
indicating a measurable decrease in the estimated future cash flows from a financial asset. 

Asset Management and Intangible Assets 

Management is required to exercise judgement when assessing the fair value/deemed cost of an asset the extent of 
any potential impairment, the useful lives and depreciation methods applied to assets. 

Intangible Assets: Management is required to assess the useful life of intangible assets based on the period the asset is 
expected to generate net cash inflows or service potential. P 1 s 

Provisions 

Provisions were raised and management determined an estimate based on the information available Additional disclosure of 
these estimates of provisions are included in note 1 7 - Provisions. disclosure of 

Post retirement benefits 

The present value of the post retirement obligation depends on a number of factors that are determined on an actuarial bask 

chann« n in n »h er ° f assum P tl0ns - Pi® assumptions used in determining the net cost (income) include the discount rate Any 
changes in these assumptions will impact on the carrying amount of post retirement obligations y 
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King Sabata Dalindyebo Local Municipality 

Financial Statements for the year ended 30 June 2014 


Accounting Policies 



1 .3 Significant judgements and sources of estimation uncertainty (continued) 
Effective interest rate 


The Municipality makes use of government bond rate to discount future cash flows in the event of it being material. 

Allowance for doubtful debts 


1.4 Investment property 

or S, S,an > 'fo,: P, “ Pe " V ^ ° ' “ b ““" 9 ‘ “ part ’ ““"S - « Mh) held to earn or for capital appreciation 

use in the production or supply of goods or services or for 

administrative purposes, or 

sale in the ordinary course of operations. 

Ptap”2r ,, ' 8d P "’ Pe,,y IS held fo ' Use in ,h8 produo,fon ° r ***» <* «°° ds » “"*» «• for administrative 

Investment property is initially recognised at cost. Transaction costs are included in the initial measurement. 

SuiStion eStment Pr ° Perty iS aCqUired ‘ hr0U9h 3 non " exchan 9 e transaction, its cost is its fair value as at the date of 

Costs include costs incurred initially and costs incurred subsequently to add to or to reDlace a nart nf nr . 

derecognised. in the carrying amount oHhe^nvestrne^t^rop^ity^ the^aiTyitig amount of th^replaced* pa^is^ & 

Fair value 

Subsequent to initial measurement investment property is measured at fair value. 

The fair value of investment property reflects market conditions at the reporting date. 

A gam or loss arising from a change in fair value is included in net surplus or deficit for the period in which it arises. 

SSaSsSSSSSlsS^ 

in accordance with the accounting policy on Property, planl and equfpmern', “ a “°" nt,d " sin 9 lh * “SI model 

15 ’«""■* — » - « « » 
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King Sabata Dalindyebo Local Municipality 

Financial Statements for the year ended 30 June 2014 

Accounting Policies 


1.4 Investment property (continued) 

Compensation from third parties for investment property that was impaired, lost or given up is recognised in surplus or deficit 
when the compensation becomes receivable. 

Property interests held under operating leases are classified and accounted for as investment property if property interest that 
is held by a lessee under an operating lease may be classified and acounted for as investment property, provided that the 
property would otherwise meet the definition of investment property and the lessee uses the fair value model. 

When classification is difficult, the criteria used to distinguish investment property from owner-occupied property and from 
property held for sale in the ordinary course of operations is established by using the criteria that it can utilise to exercise 
judgment consistently in accordance with the definition of investment property and with the related guidance. 

1.5 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one period. 

The cost of an item of property, plant and equipment is recognised as an asset when: 

it is probable that future economic benefits or service potential associated with the item will flow to the municipality; and 
the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item of 
property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where the 
obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the location 
and condition necessary for it to be capable of operating in the manner intended by management. 

Major spare parts and stand by equipment which are expected to be used for more than one period are included in property, 
plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment. 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 

Property, plant and equipment is subsequently carried at cost less accumulated depreciation and any impairment losses. 

Land is not depreciated as it is regarded as having an infinite life. Land and Buildings are carried at revalued amount being the 
fair value at the date of revaluation less any subsequent accumulated depreciation and subsequent accumulated impairment 
losses. 
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1.5 Property, plant and equipment (continued) 


Revaluations are made with sufficient regularity such that the carrying amount does not differ materially from that which would 
be determined using fair value at the end of the reporting period. 

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of the revaluation is 
eliminated against the gross carrying amount of the asset and the net amount restated to the revalued amount of the asset. 

Any increase in an asset’s carrying amount, as a result of a revaluation, is credited directly to a revaluation surplus. The 
increase is recognised in surplus or deficit to the extent that it reverses a revaluation decrease of the same asset previously 
recognised in surplus or deficit. 

Any decrease in an asset’s carrying amount, as a result of a revaluation, is recognised in surplus or deficit in the current period. 
The decrease is debited directly to a revaluation surplus to the extent of any credit balance existing in the revaluation surplus in 
respect of that asset. 

The revaluation surplus in equity related to a specific item of land and buildings is transferred directly to retained earnings when 
the asset is derecognised. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual value. 


The useful lives of items of property, plant and equipment have been assessed as follows: 


Item 

Average use 

Land 

Infinite 

Buildings 

5-130 years 

Plant and machinery 

5-10 years 

Furniture and fixtures 

3-5 years 

Office equipment 

5-7 years 

Computor equipment 

5-7 years 

Infrastructure 

• Roads and paving 

30 years 

• Access roads 

3 years 

• Pedestrian malls 

30 years 

• Electricity 

10-50 years 

• Sewerage 

15-20 years 

Community 

• Buildings 

30-1 30 years 

• Recreational equipment 

20-30 years 

• Security 

5 years 

• Halls 

130 years 

• Libraries 

130 years 

• Parks and gardens 

20-30 years 

• Sport fields 

20-30 years 

Other property, plant and equipment 

• Other vehicles 

5 years 

• Other items of plant and equipment 

7-10 years 

• Landfill sites 

10 years 

• Fire engines 

10-20 years 

Bins and containers 

5 years 

Other leased Assets 

• Motor vehicles 

5 years 

Laboratory equipment 

5-7 years 

Specialised vehicles 

10 years 

Heritage 

Infinite 

Cemetry 

25-30 years 

Stadium 

25-30 years 


The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each reporting date. If 
the expectations differ from previous estimates, the change is accounted for as a change in accounting estimate. 
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1.5 Property, plant and equipment (continued) 
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determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item 

1 .6 Intangible assets 

An asset is identifiable if it either: 

jfyrhannoH 6 : » h '* < ^ P ?i >l9 1 ? f being se P arated or divided from an entity and sold, transferred, licensed rented or 
entity InSfe to dosoTor * * '° 9ether 3 identifiable assets or liabilit y. regardless of whether the 

arran9en ?.® nts ( inc,udin 9 rights from contracts), regardless of whether those rights are transferable or 
separable from the municipality or from other rights and obligations. transferable or 
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An intangible asset is recognised when: 

municTpality?S ** 6XPeCted **** economic benefits or service P° tential ‘hat are attributable to the asset will flow to the 
the cost or fair value of the asset can be measured reliably. 

2^22^ ass f esse l th f Probability of expected future economic benefits or service potential usinq reasonable and 
useful life of the aSr S rePreS ® nt management ' s best estimate of the set of economic conditions that will exist over the 
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Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is incurred. 

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 

th K 6 US8fUi “!? °I an intan 9 ible asset with a finite useful life after it was classified as indefinite is an indicator that 
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Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 

Item 

Computer software, other 


Useful life 

2-5 years 


Intangible assets are derecognised: 
on disposal; or 

when no future economic benefits or service potential are expected from its use or disposal. 

2 diSP8Sa ' P,0C88dS ' i,8n> ' and ,h8 “to** amd “*- » to "*°S"toed in 


16 



King Sabata Dalindyebo Local Municipality 

Financial Statements for the year ended 30 June 2014 



soten, * e ' , “ hn ° k * fcai » — ■<**»« 

Recognition 

Initial measurement 

Heritage assets are measured at cost. 

a W cSS eH “ 9e as ”' |S acqulr,d “ ,r0U9h a transaction, Hs cost is censored a, its fair »„oe as a, th. data of 

Subsequent measurement 
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Impairment 
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Transfers 


Transfers from heritage assets are only made when the particular asset no longer meets the definition of a heritage asset. 
Transfers to heritage assets are only made when the asset meets the definition of a heritage asset. 

Derecognition 
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1.8 Financial instruments 
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or a residual 




Credit risk is the risk that one party to a financial instrument 
an obligation. 


account) for impairment or uncollectibility. 

will cause a financial loss for the other party by failing to discharge 



King Sabata Dalindyebo Local Municipality 

Financial Statements for the year ended 30 June 2014 

Accounting Policies 


1.8 Financial instruments (continued) 

Derecognition is the removal of a previously recognised financial asset or financial liability from an municipality's statement of 
financial position. 

The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability (or group of 
financial assets or financial liabilities) and of allocating the interest income or interest expense over the relevant period. The 
effective interest rate is the rate that exactly discounts estimated future cash payments or receipts through the expected life of 
the financial instrument or, when appropriate, a shorter period to the net carrying amount of the financial asset or financial 
liability. When calculating the effective interest rate, an municipality shall estimate cash flows considering all contractual terms 
of the financial instrument (for example, prepayment, call and similar options) but shall not consider future credit losses. The 
calculation includes all fees and points paid or received between parties to the contract that are an integral part of the effective 
interest rate (see the Standard of GRAP on Revenue from Exchange Transactions), transaction costs, and all other premiums 
or discounts. There is a presumption that the cash flows and the expected life of a group of similar financial instruments can be 
estimated reliably. However, in those rare cases when it is not possible to reliably estimate the cash flows or the expected life 
of a financial instrument (or group of financial instruments), the municipality shall use the contractual cash flows over the full 
contractual term of the financial instrument (or group of financial instruments). 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable willing parties in 
an arm’s length transaction. 

A financial asset is: 
cash; 

a residual interest of another municipality; or 
a contractual right to: 

receive cash or another financial asset from another municipality; or 

exchange financial assets or financial liabilities with another municipality under conditions that are potentially favourable 
to the municipality. 

A financial liability is any liability that is a contractual obligation to: 
deliver cash or another financial asset to another municipality; or 

exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the municipality. 

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal of a financial asset or 
financial liability. An incremental cost is one that would not have been incurred if the municipality had not acquired, issued or 
disposed of the financial instrument. 

Financial instruments at amortised cost are non-derivative financial assets or non-derivative financial liabilities that have fixed 
or determinable payments, excluding those instruments that: 
the municipality designates at fair value at initial recognition; or 
are held for trading. 

Financial instruments at cost are investments in residual interests that do not have a quoted market price in an active market, 
and whose fair value cannot be reliably measured. 

Financial instruments at fair value comprise financial assets or financial liabilities that are: 
derivatives; 

combined instruments that are designated at fair value; 
instruments held for trading. A financial instrument is held for trading if: 

it is acquired or incurred principally for the purpose of selling or repurchasing it in the near-term; or 
on initial recognition it is part of a portfolio of identified financial instruments that are managed together and for which 
there is evidence of a recent actual pattern of short term profit-taking; 

non-derivative financial assets or financial liabilities with fixed or determinable payments that are designated at fair value 
at initial recognition; and 

financial instruments that do not meet the definition of financial instruments at amortised cost or financial instruments at 

cost. 
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1.8 Financial instruments (continued) 

Classification 

The municipality has the following types of financial assets (classes and category) as reflected on the face of the statement of 
financial position or in the notes thereto: 


Class 

Receivables from exchange transactions 
Receivables from non-exchange transactions 
Cash and cash equivalents 


Category 

At fair value 
At fair value 
At fair value 


The municipality has the following types of financial liabilities (classes and category) as reflected on the face of the statement 
of financial position or in the notes thereto: 


Class 

Other financial liabilities (current portion) 
Payables from exchange transactions 
Other financial liabilities (long term) 


Category 

Financial liability measured at amortised cost 
At fair value 

Financial liability measured at amortised cost 


Initial recognition 

The municipality recognises a financial asset or a financial liability in its statement of financial position when the entity becomes 
a party to the contractual provisions of the instrument. 

The entity recognises financial assets using trade date accounting. 

Initial measurement of financial assets and financial liabilities 

The municipality measures a financial asset and financial liability initially at its fair value plus transaction costs that are directly 
attributable to the acquisition or issue of the financial asset or financial liability. 
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